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Introduction 


A 

Scope  and  Objectives 

This  marketing  research  study  has  been  commissioned  by 
NTT  DATA  COMMUNICATIONS  SYSTEMS 
CORPORATION,  to  evaluate  the  market  opportunity  for 
selling  its  Suisai  PC  ‘painting’  software  product  in  the 
UK. 

The  report  assesses  the  overall  potential  market  size  for 
the  software  product,  both  current  and  predicted,  giving 
consideration  to  who  would  buy  the  product  and  how 
buyers  might  be  segmented  for  market  targeting 
purposes. 

Consideration  is  also  given  to  the  relative  popularity  of 
software  incorporating  a Windows  3.1  format  as  opposed 
to  Win95  alternative. 

A further  objective  of  the  research  has  been  to  evaluate 
potential  distribution  methods  for  the  product. 

The  initial  research  is  restricted  to  the  UK  market. 
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B 

Methodology 


This  report  has  used  field  research  designed  to  establish  the 

following: 

• The  current  market  environment  for  painting  PC  tools, 
including  product  attributes  and  the  pricing  structures  of 
competitors 

• The  channels  of  distribution  determining  how  painting  PC 
tools  are  bought 

• The  main  categories  of  buyer,  as  defined  by  key  user  market 
segments. 


c 

Report  Structure 

This  report  is  structured  as  follows: 

Section  III  commences  with  a demand  analysis,  which  is 
written  in  the  following  format: 

• A broad  ‘coarse-grain’  analysis  which  evaluates  the  entirety 
of  the  UK  software  market,  and  provides  a context  for 
further  analysis  of  the  graphics  software  segment 

• A more  specific  analysis  which  focuses  on  the  value  of  the 
UK  graphics  software  market  in  particular  and  the  separate 
user  segments  which  make  up  that  market 

• A ‘fine-grain’  analysis  which  estimates  the  likely  sales  we 
believe  the  Suisai  product  could  achieve  in  the  separate  user 
segments  identified. 

In  order  to  achieve  these  sales  projection  figures,  section  IV 
undertakes  a detailed  competitor  analysis,  giving  consideration 
to  graphics  software  currently  available  on  the  market.  This 
analysis  includes  insights  into  key  product  attributes  believed 
to  be  influencing  buying  behaviour. 
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Section  V concludes  with  an  evaluation  of  the  Suisai  package  in 
terms  of  its  marketing  mix.  This  includes  an  assessment  of: 

• The  current  product  offering  and  alternative  strategies  for 
bundling  product  attributes 

• F actors  affecting  the  choice  of  distribution  channels 

• Strategies  for  sales  and  promotional  activities 

• Strategies  for  determining  pricing  structures. 
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Executive  Overview 


A 

Repositioning  the  Suisai  Product:  Key  Chailenge  for  NTT  Data 


The  UK  software  market  (excluding  games)  seems  to  be 
growing  slowly  at  about  5%/  year  and  there  are  signs  of 
saturation  in  commodity  software  markets. 

Sales  of  the  Suisai  product  in  the  first  year  of  sale  are 
estimated  to  be  between  approximately  4,000  to  6,000  units. 
These  moderate  sales  prospects  sit  uneasily  with  a need  for  a 
low  value  / high  volume  marketing  approach,  given  that  the 
Suisai  package  would  be  competing  at  the  ‘commodity’  end  of 
the  market  spectrum. 

Selling  for  as  little  as  £29.99,  Softkey’s  PC  Paintbrush  has 
created  a strong  competitive  position,  and  is  seen  as  a direct 
threat  to  the  Suisai  product’s  market  potential.  We  suggest 
that  in  order  to  remain  attractive,  the  Suisai  product  must  be 
priced  considerably  below  this  product,  or  else  be  designed  to 
incorporate  several  more  features  than  it  currently  has. 

As  the  Suisai  product  currently  stands,  the  product  should  be 
targeted  to  retail  at  about  £18.00  which  means  it  can  be  sold 
into  the  distribution  chain  to  retailers  at  about  £11.90,  not 
including  the  costs  of  manufacture,  packaging  and 
administration. 

We  anticipate  year  one  profits  to  NTT  of  between 
approximately  £45,000  and  £70,000. 
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We  do  not  believe  packaging  the  Suisai  product  with  a Genius 
Easy  Painter  tablet  will  significantly  improve  these  profit 
estimates,  as  the  increased  costs  would  push  the  product  into 
direct  competition  with  some  formidable  fully-integrated 
graphics  software. 


B 

Main  Strategy  Options 


(1)  If  raising  the  market  profile  of  NTT  Data  in  the  UK  is  the 
primary  corporate  objective,  then  it  is  advisable  to  consider 
including  the  product  as  freeware,  possibly  through  a major 
promotional  campaign  with  a national  PC  magazine. 

(2)  Should  NTT  still  wish  to  generate  short  term  profits 
without  amending  the  product  at  all,  you  should  plan  to 
publish  it  with  a 25%  Windows  95  / 75%  Windows  3.1  split. 
This  ratio  approximates  to  the  national  split  in  Windows  95  / 
Windows  3.1  sales  for  both  the  leisure  and  education  sectors. 

With  this  option,  it  is  necessary  to  co-ordinate  channels  of 
distribution  to  ensure  that  the  launch  date  coincides  with 
major  PC  magazine  reviews.  This  requires  considerable 
advanced  planning  and  a large  advertising  budget. 

(3)  Best  market  prospects  lie  in  redesign  of  the  package  to 
allow  it  to  compete  in  a less  competitive  market  segment,  such 
as  an  up-market  screen  saver.  Recognised  Impressionist 
masters  have  been  incorporated  in  this  format  as  simulated  oil 
paintings,  but  of  our  limited  survey,  none  have  presented  the 
build  up  of  a water-colour  from  first  principles. 

Not  witstanding  the  above,  given  the  modest  profit  estimates, 
we  believe  NTT  should  carefully  consider  the  strategy  and 
market  positioning  it  wishes  to  adopt  in  the  European  market. 
European  customers  would  consider  it  strange  for  a PTT  to  be 
marketing  low-end  software  to  the  mass  market. 
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Demand  Analysis 


A 

UK  Market  Trends  for  PC  Software  Sales 

The  UK  remains  one  of  the  most  buoyant  European  markets 
for  home  computer  and  small  business  software  and  has  an 
extensive  PC  magazine  and  game  culture.  A visit  to  any  high 
street  magazine  store  will  show  more  space  devoted  to 
computer  and  games  magazines  than  to  any  other  group. 

However,  as  North  American  suppliers  do  not  experience 
language  barrier  difficulties  when  exporting  to  the  UK,  it  is  not 
surprising  to  find  that  the  UK  market  is  one  of  the  most 
competitive  software  applications  markets  in  the  world. 

As  competition  has  increased,  there  are  signs  that  the  annual 
growth  rate  for  software  sales  is  slowing  in  value  terms  to 
around  5%  growth  per  annum,  particularly  for  non-specialised 
applications.  Many  market  segments  are  characterised  by  rival 
products  jocke3dng  for  position  - especially  those  at  advanced 
stages  in  their  product  life  cycle.  To  succeed  in  these 
‘traditional’  markets,  it  is  necessary  for  new  software  titles  to 
be  sufficiently  differentiated  from  the  established  competition, 
in  order  to  generate  new  markets  and  new  growth. 
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B 

Total  UK  Demand  for  Software  Products 

The  overall  PC  software  market  in  the  UK  is  estimated  at  some 
£1.25  Bn  in  1995,  representing  one  of  the  largest  markets  in 
the  world  outside  the  United  States.  Exhibit  III-l  indicates  the 
breakdown  of  this  market  according  to  five  sub-categories: 

• Business  software  (including  professional  graphics  packages) 

• LAN  software 

• Operating  Systems  software 

• Leisure  software 

• Educational  software. 


Exhibit  III-1 

Total  UK  Demand  for  Software  Products 


Business  lan  Operating  Leisure  Educational 

Software  Software  Systems  Software  Software 


source:  Computer  Software  ‘95  Market  Assessment  Publications  Ltd. 


The  business,  leisure  and  educational  market  segments  are  of 
further  interest  since  they  accommodate  software  which 
include  graphics  packages. 

Exhibits  III-2,  III-3  and  III-4  focus  further  on  these  segments, 
identifying  the  breakdown  in  value  terms  of  software  designed 
around  DOS,  Windows  3.1  and  Windows  ‘95  platforms. 
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Exhibit  III-2 


Ratio  of  DOS  to  Windows  3.1  and  Windows  95 
Formats  for  the  1995  UK  Business  Software  Market 


Windows  95 


□ Dos 


□ Windows  95 


All  values  quoted  in  Emillions 
Total  value;  £724m 

Source:  Software  Publishers  Association 


Exhibit  III-3 


Ratio  of  DOS  to  Windows  3.1  and  Windows  95 
Formats  for  the  1995  UK  Leisure  Software  Market 


□ Dos 


Windows  3.1 


DOS  E22.4M 


□ Win  3.1 

□ Windows  95 


All  values  quoted  in  Emillions 
Total  value:  E36.5m 


Source:  Software  Publisher’s  Association 
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Exhibit  III-4 


Ratio  of  DOS  to  Windows  3.1  and  Windows  95 
Formats  for  the  1995  UK  Educational  Software  Market 


Windows  95 


£4.4M 


□ DOS 
®Win  3.1 

□ Windows  95 


All  values  quoted  in  Emillions 
Total  value:  £5.5m 


Source:  Software  Publisher’s  Association 


c 

Total  UK  Demand  for  Graphics  Packages 

From  exhibit  III-l,  if  the  total  theoretical  graphics  market  for 
the  1995  including  all  business  software  plus  all  leisure  and 
educational  software  is  £724  million  + £36.5  million  + £5.5 
million,  then  the  combined  total  market  of  these  three 
segments  is  £766  million. 

However,  for  the  purposes  of  estimating  a 1995  figure  for  the 
sale  of  UK  graphics  packages,  it  has  been  assumed  that  a 
graphics  package  is  one  which  almost  exclusively  provides 
vector  and/or  bitmap  facilities  - in  other  words,  in  the  business 
segment,  a professional  graphic  artist’s  package  such  as  Corel 
Draw!  but  not  the  broad  range  of  general  office  applications 
such  as  Microsoft  Office  or  Lotus  Smart  Suite. 

Taking  each  of  these  sub-markets  in  turn,  in  the  business 
software  application  area,  vector/bitmap  applications  used  in 
paint/draw  packages  account  for  only  about  1.5%  of  the  market 
by  value,  amounting  to  some  £11  million  in  1995. 
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In  the  leisure  market,  according  to  the  Software  Publisher’s 
Association,  the  majority  of  1995  UK  sales  went  to  games 
software  (80%  by  volume  and  70%  by  value).  In  contrast, 
leisure-type  paint/draw  packages  make  up  about  0.5%  of  the 
market  by  value,  constituting  a market  opportunity  of 
approximately  £200,000  in  1995 

The  total  UK  value  of  educational  software  amounted  to  some 
£5.5  million  in  1995.  Although  no  precise  figures  are  available 
for  the  percentage  of  these  sales  attributable  to  paint/draw 
packages,  data  obtained  from  the  Software  Publisher’s 
Association  and  shown  in  exhibit  III-5  indicates  that  not  one  of 
the  top  fifteen  titles  are  specifically  graphics  packages. 


Exhibit  III-5 


Breakdown  of  Top  15  Educational  Titles 


CATEGORY 

NUMBER  OF  TITLES  IN  CATEGORY 

storybook 

5 

language  training 

3 

cartoon 

2 

activity  book 

2 

mathematical  teaching 

2 

software  training 

1 

TOTAL 

15 

Source:  Software  Publishers’  Association 


We  may  deduce  that  since  none  of  these  titles  contain  a 
graphics  package,  the  current  graphics  market  in  the 
educational  segment  is  at  most,  no  greater  than  l/15th  of  £5.5 
million,  or  approximately  £360,000. 

Yet  this  assumes  that  all  titles  have  equal  rankings  in  sales;  a 
statistical  improbability.  A more  realistic  assumption  would  be 
that  the  top  title  has  twice  as  many  sales  as  the  second  title, 
and  so  on  and  so  forth. 

Using  the  latter  assumption,  the  maximum  current  £ value  for 
paint/draw  packages  is  probably  closer  to  a figure  of  £100,000 
per  annum. 
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Exhibit  III-6 


Summary  of  Estimated  1995  UK  Market 
Segment  Values  for  Graphics  Applications 


MARKET  SEGMENT 

Estimated  Total  UK  Market 
Value  for  paint/draw 
applications 

Business  Software  Applications 

(excluding  general  business 
applications  such  as  Microsoft 

Office) 

£11,000,000 

Leisure  Software  Applications 

£200,000 

Educational  Software  Applications 

£100,000 

Source-.INPUT 


On  the  basis  of  these  figures,  the  maximum  annual  £ market 
size  for  specific  graphics  applications  sales  in  the  UK  is 
approximately  £11.3  million;  a figure  heavily  skewed  toward 
business  /professional  end  user  purchases.  The  size  of  the 
market  in  which  the  Suisai  product  can  compete  is  significantly 
less  than  this,  as  the  following  section  indicates. 


P 

Potential  Market  Revenues  and  Profits  for  the  Suisai  Package  in 
Key  UK  Market  Segments 

Owing  to  the  fact  that  the  Suisai  package  currently  affords  only 
one  product  attribute,  a retail  price  of  £18  inclusive  of  V.A.T. 
has  been  chosen  in  revenue  calculations.  This  figure  has  been 
derived  on  the  basis  that  there  are  a host  of  low  technology 
leisure  software  packages  on  the  market  in  this  price  range, 
and  the  Suisai  product  does  not  offer  sufficient  scope  to 
differentiate  it  from  this  ‘commodity’  market. 
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Analysing  the  following  four  main  market  segments:  (1) 
business  users,  (2)  professional  graphic  arts  specialists,  (3) 
educational  software  users,  (4)  leisure  software  users,  annual 
Suisai  revenues  are  forecast  to  be  between: 


Exhibit  III-7 


4000  unit  sales  x £18  = approx  . £72,000  in  the  first  year 
and 

6,000  unit  sales  x £1 8 = approx.  £1 1 0,000  in  the  first  year 

(less  the  cost  of  manufacture/packaging/administration) 

Source:  INPUT 


Market  assessments  of  the  above  forecasts  are  set  out  below. 

1.  Business  Users  (exclusive  of  Graphic  Arts  firms) 

The  broad-based  business  market  has  been  discounted  as  a 
significant  source  of  Suisai  sales,  given  that  the  majority  of 
customers  are  in  the  market  for  integrated  text  processing  / 
spreadsheet  / graphics  packages. 

However,  we  anticipate  that  there  is  a smaller  niche  market 
attached  this  rump  of  general  business  users,  who  are  in  the 
market  for  more  creative,  ‘one-off’  applications.  These 
customers  include  a portion  of  companies  with  dedicated 
graphics  departments  and  other  more  specialist  operations 
such  as  photocopying  and  print  shops. 

We  believe  potential  sales  in  this  sub-sector  will  not  exceed 
1,000  to  1,500  units  per  annum,  constituting  revenues  of 
between: 

£18.00  X 1,000  units  = £18  ,000  and 
£18.00  X 1,500  units  = £27,000 

2.  Professional  Graphic  Arts  Firms 

Of  the  £11  million  annual  UK  sales  of  software  vector/bitmap 
software  sold  to  professional  graphic  arts  firms,  we  estimate 
that  over  95%  of  this  market  is  accounted  for  by  sales  of  high- 
value  high-end  products  such  as  Adobe  Photoshop  3.0  and 
Corel  Draw!  6.  Given  that  these  products  have  fully  integrated 
paintbrush/image  editing  facilities,  there  would  be  no  need 
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users  of  these  products  to  purchase  additional  ‘add-ons’  such  as 
the  Suisai  package. 

This  leaves  a remaining  market  of  approximately  £500,000,  to 
be  fought  out  amongst  competitors  offering  products  'with  low 
to  mid-range  attributes.  Here,  access  to  distribution  channels  is 
critical,  and  the  market  presence  of  Microsoft  leaves  its 
FineArtist  package  well-placed.  Even  allowing  for  a sizeable 
market  launch  and  a favourable  support  from  at  least  one  of 
the  UK’s  main  three  distributors,  we  anticipate  that  only  about 
5-10%  of  this  market  is  penetrable,  amounting  to  annual 
revenues  of  between: 

£18  X 1,500  units  = £27,000  and 

£18  X 2,000  units  = £36,000 

3.  Educational  Software  Users 

The  UK  education  market  comprises  the  following  five  main 
sub-segments: 

• Nurseries  and  pre-school  facilities  - for  children  under  the 
age  of  5 

• State  primary  schools  - children  aged  between  5-10 

• State  secondary  schools  - children  aged  between  1 1 
- 16 

• Independent  schools  (mirroring  the  state  system  in  terms  of 
age  groups  in  primary  and  secondary  schools). 

• Further  education  institutions  - including  sixth  form  colleges 
for  children  of  ages  between  16  - 18  and  adults  aged  <18  in 
colleges  of  further  education  and  universities. 

The  breakdown  of  children  in  these  different  sectors  to 
secondary  level  is  indicated  in  exhibit  III-8: 
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Exhibit  III-8 


Number  of  Pupils  (OOO’s) 

Attending  full-time  Education  in  the  UK  in  1990/91  and  1994/95 
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Type  of  School 

Source:  Education  Statistics  for  the  United  Kingdom  1995,  HMSO 


Of  the  above,  we  have  discounted  potential  sales  to  nursery  and 
primary  schools,  on  the  grounds  that  a water-colour  package  is 
too  sophisticated  for  younger  users.  This  leaves  a remaining 
market  of  secondary  schools,  plus  sixth  form  colleges  and 
tertiary  institutions. 

There  are  presently  over  4,000  UK  secondary  schools,  and  all  of 
these  schools  teach  fine  art  to  children  during  at  least  one  of 
their  five  years  of  secondary  education.  Most  art  departments 
in  secondary  schools  have  at  least  two  to  three  computers 
available  to  allow  children  to  experiment  with  elementary 
computer  graphics,  indicating  a maximum  potential  market  of 
between  8000  to  12,000  unit  sales. 

However,  UK  schools  tend  to  use  a high  percentage  of 
Macintosh  and  Acorn  -type  machines  using  ARM  processors. 

We  therefore  anticipate  that  the  number  of  PCs  in  use  is  no 
greater  than  approximately  one  third  of  the  estimates  noted 
above,  i.e.  between  2,500  units  and  4,000  units.  Of  these  users, 
we  anticipate  that  the  Suisai  package’s  market  prospects  are 
favourable,  capturing  25-30%  of  new  title  sales.  Adding  sixth 
forms  and  the  tertiary  sector,  this  results  in  estimated  annual 
revenues  of  between: 
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£18  X 1,000  units  = £18,000  and 
£18  X 1,500  units  = £27,000 

These  estimates  are  in  keeping  with  the  ‘top-down’  total 
educational  software  budget  for  graphics  noted  as  £100,00  in 
Exhibit  III-6. 

4.  Leisure  Software  Users 

This  a broad  user  category,  straddling  purchasers  of  children’s 
software  through  to  adult  leisure  users.  Whilst  the  Suisai 
product  is  not  perceived  to  appeal  to  children  under  the  age  of 
eleven,  we  believe  a portion  of  sales  are  thought  possible  in  the 
more  intellectually  demanding  adult  leisure  software  market. 

From  Exhibit  III-5,  the  total  sales  of  leisure  graphics  packages 
amount  to  some  £200,000  per  annum.  Feedback  from  retailers 
and  distributors  leads  us  to  conclude  that  the  Suisai  package 
may  only  capture  about  5-10%  of  this  market.  Annual  revenues 
are  therefore  estimated  to  be  between: 

£18  X 500  units  = approx.  £9,000  and 

£18  X 1000  units  = approx.  £18,000 


16 


© 1996  by  INPUT.  Reproduction  Prohibited. 


NTT 


SUISAI  MARKET  RESEARCH  PROJECT  FOR  NTT 


INPUT 


E 

Estimated  Suisai  Profit  Forecasts 

Exhibit  III-9  sets  the  typical  margins  for  distribution  of  UK 
software: 


Exhibit  III-9 


Margin 

Buy-in  price 

Selling-on  price 

Retailer 

20  - 25% 

£13.95 

£18.00 

Mail  order 

15-20% 

£13.62 

£16.50 

Distributor 

10  - 15%. 

£11.90 

£13.62/13.95 
(depending  on 
channel) 

Source:  INPUT 


Assuming  that  the  buy-in  price  to  wholesalers  is  £13.62,  we 
anticipate  that  annual  profits  are  between: 


Exhibit  111-10 


4,000  unit  sales  x £11.90  = approx  . £45,000  in  the  first 
year  and  6,000  unit  sales  x £11.90  = approx.  £70,000  in 
the  first  year 

(less  the  cost  of  manufacture/packaging/administration) 


Source:  INPUT 

Given  the  short  product  life  cycles  of  graphic  software  titles,  we 
envisage  that  these  profit  streams  would  decline  quite  rapidly 
as  competitors  respond  to  any  major  loss  of  market  share. 
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(Blank) 
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Competitive  Environment 
in  Major  Market  Segments 


Some  markets  are  more  fiercely  fought  than  others,  and  it  is 
the  purpose  of  the  following  section  to  evaluate  key  submarket 
sectors,  according  to  different  categories  of  user.  These  are 
defined  as  follows: 

• General  business  software  users 

• Professional  graphic  artists 

• Educational  software  users 

• Hobby  artists 

• Computer  enthusiasts. 


A 

General  Business  Software  Market 

For  this  user  market  we  have  considered  all  business  users 
including  those  who  work  at  home,  but  not  including 
professional  graphic  artists  and  graphic  arts  firms,  whom  we 
consider  in  a separate  user  category. 

As  the  price  of  colour  printing  and  copying  continues  to 
decrease,  it  is  anticipated  that  there  will  be  a commensurate 
increase  in  the  amount  of  in-house  graphics  work  undertaken 
amongst  this  group. 

PC  Software  suppliers  targeting  this  broad  business  segment 
are  Microsoft,  followed  at  some  distance  by  Lotus,  Harvard 
Graphics  and  Novell. 
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Of  this  broad-based  segment,  there  are  some  10,000  small  to 
medium  sized  companies  of  which  we  estimate  about  10%  have 
some  form  of  graphics  department. 

Of  the  companies  which  have  dedicated  graphics  departments, 
a relatively  high  proportion  use  Macintosh  products  supported 
by  publishing/graphics  software  such  as  Quark  Express.  Yet 
despite  the  Macintosh’s  greater  ease  of  use  and  proven 
suitability  for  graphics-type  functions,  Macintosh  reputedly 
holds  less  than  10%  of  the  non-networked  business  computer 
market. 

As  PC-based  graphics  applications  continue  to  improve,  the 
ratio  of  PC  versus  Macintosh  users  looks  set  to  increase, 
supported  by  applications  such  as  refined  versions  of 
Microsoft’s  Powerpoint  or  the  PC- version  of  Quark  Express. 

Niche  players  targeting  PC  users  with  more  creative  graphics 
requirements  include  Softkey  and  Canada’s  Corel  Corporation. 
Of  the  packages  available  in  this  category,  the  SoftKey  PC 
PaintBrush  is  perhaps  the  strongest  direct  competitor  to  the 
Suisai  product,  affording  a basic  water-colour  feature  for  £53 
including  V.A.T.  However,  we  understand  from  the 
manufacturer  that  this  product  is  retailing  at  only  £29.99  in 
some  UK  retail  chains.  (See  appendix  1 for  further  details). 

Exhibit  IV- 1 identifies  main  competitors  in  the  general 
business  graphics  market,  together  with  the  recommended 
retail  price  of  their  products. 
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Exhibit  IV-1 


Graphics  Software  Used 
Primarily  by  General  Business  Users 


Price 

Price 

(exc.  V.A.T.) 

(inc.  V.A.T.) 

Corel  Draw!  3 

£59.00 

£69.32 

Corel  Photo-Paint  5 Plus 
(CD-ROM  version) 

£79.00 

£92.82 

Harvard  Graphics 

£145.00 

£170.38 

Lotus  Freelance  Graphics 

£295.00 

£346.63 

Microsoft  Paintbox 

freeware 

freeware 

PaintShop  Pro  Ver.  3.1 .1 

£49.95 

£58.69 

PaintShop  Pro  Ver.  3.1 .1 
plus  Kai  power  tools 

£79.95 

£93.94 

Softkey  Key  Draw!  Plus 

£39.95 

£46.95 

Softkey  PC  Paintbrush 

£45.10 

£53.00 

Softkey  PhotoFinish  3.0 

£59.57 

£69.99 

Source:  INPUT 


B 

Professional  Graphic  Art  Market 

We  have  defined  the  graphic  art  market  as  a specialist  group  of 
users  comprising  advertising  companies,  newspaper  and 
magazine  publishers,  industrial  designers  and  organisations 
offering  customised  graphic  art  services,  such  as  those 
providing  letterhead  and  logo  design  facilities.  As  noted  earlier, 
this  group  collectively  spends  approximately  £11  million  per 
annum  on  graphics  applications  purchases  in  the  UK. 

In  recent  years,  the  software  market  supplying  these  customers 
has  become  keenly  competitive,  as  evidenced  by  strong  price 
competition  and  the  bundling  together  of  ever  more  graphics 
features.  A significant  development  has  been  the  convergence 
of  bitmap  facilities  and  editing  software  into  a combined  ‘one- 
stop’  package,  and  the  greater  availability  of  3-D  graphics 
facilities. 

The  market  leader  supplying  these  specialist  groups  is  Corel 
Corporation:  an  organisation  which  has  strong  market  presence 
across  a broad  spectrum  of  market  segments. 
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Leading  products  at  the  top  end  of  the  professional  market 
include  Corel  Draw  6!  and  Adobe’s  Photoshop  3.0  . Both  these 
products,  and  those  of  many  of  their  competitors,  offer  a 
sophisticated  array  of  facilities  including  airbrushes,  blurring 
effects  and  user-definable  brushes.  Despite  the  relatively  low 
price  of  the  Softkey  PC  PaintBrush  and  PhotoFinish  3.0,  these 
products  are  sufficiently  well  regarded  as  graphics  packages  to 
be  treated  as  serious  contenders  at  the  bottom  end  of 
professional  users’  choice  of  packages. 

At  least  four  competitors  in  this  segment  provide  a water  colour 
feature  with  varying  degrees  of  sophistication.  In  order  of 
ascending  refinement,  these  are: 

• SoftKey  PC  PaintBrush 

• SoftKey  PhotoFinish  3.0 

• Fractal  Design  Painter  3.1 

• Micrografx  Designer  Power  Pack. 

The  high  level  of  competition  in  this  segment  suggests  that  it 
will  be  extremely  difficult  for  the  Suisai  package  to  carve  out  a 
sizeable  market  niche.  Users  of  high-end  packages  are  already 
provided  with  an  array  of  alternative  brush  tools,  and  even 
products  in  lower  price  brackets  offer  far  more  facilities  than 
the  Suisai  product. 

Exhibit  IV-2  identifies  main  competitors  in  the  professional 
market,  matched  by  the  recommended  retail  price  of  their 
products. 
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Exhibit  IV-2 


Graphics  Software  Used 
Primarily  by  Graphics  Art  Specialists 


Price 

Price 

(exc.  V.A.T.) 

(inc.  V.A.T.) 

ABC  Graphics  Suite 

£239.00 

£280.83 

Adobe  Photoshop  3.0 

£469.99 

£552.23 

Corel  Draw!  5 

£163.36 

£199.00 

Corel  Draw!  6 

£349.00 

£410.08 

Corel  Photo-Paint  5 Plus 
(floppy  disk  version) 

£169.00 

£198.58 

Corel  Photo-Paint  5 Plus 

CD-ROM  Version 

£79.00 

£92.82 

Corel  Kara 

£169.00 

£198.58 

Fractal  Design  Painter  3.1 

£375.00 

£440.62 

Micrografx  Designer  PowerPack 

£495.00 

£581.63 

Source:  INPUT 


c 

Educational  Software  Market 

It  is  generally  assumed  that  educational  budgets  in  the  state 
sector  are  under  severe  strain,  yet  the  UK’s  state  spending  on 
education  per  student  is  commensurate  with  most  of  the  major 
industrialised  countries,  as  exhibit  IV-3  illustrates: 
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Exhibit  IV-3 

1992  International  Comparison  of 
Expenditures  on  Education  per  Student  in  Public  Institutions 
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Source:  Education  Statistics  for  the  United  Kingdom,  1995,  HMSO 


Up  to  secondary  school  level,  the  market  is  more  fragmented 
than  other  recognisable  software  user  categories,  yet  most 
schools  are  sophisticated  buyers.  Cost  competition  is  keen  in 
both  state  and  private  education  sectors  and  most  purchases 
are  through  mail  order,  which  historically  has  provided  lower 
profit  margins  for  suppliers  than  other  distribution  channels. 
As  noted  earlier,  the  total  spending  on  educational  software 
amounts  to  some  £5.5M  per  annum  in  the  UK. 

The  majority  of  computers  available  in  art  departments  are 
Apple  Macintosh  machines  and  /or  Acorn-based  products.  A 
realistic  estimate  of  annual  software  sales  for  PCs  would  be  no 
more  than  about  5-10%  of  the  above  total  market,  i.e.  about  800 
units.  Including  sixth  form  colleges  and  other  tertiary 
education  establishments,  we  anticipate  that  a total  of  1000 
Suisai  sales  are  feasible  within  this  segment. 

In  the  state  sector,  as  government  funding  to  schools  has 
become  hard  pressed  to  meet  the  tight  budgetary  demands,  the 
short-fall  has  increasingly  been  filled  by  private  enterprise 
companies  offering  sponsorship  and  free  educational  packages 
in  exchange  for  publicity.  This  is  what  the  Americans  call  the 
‘catch  them  young’  philosophy.  This  strategy  may  well  be  worth 
considering  for  NTT  if  increased  market  presence  is  a primary 
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objective.  It  is  worth  noting  that  the  continued  use  of  Acorn- 
based  machines  in  the  UK  education  sector  has  given  Olivetti 
(Acorn’s  parent  company)  competitive  advantages  in 
commercial  European  markets.  Many  students  are  well- versed 
in  ARM  technology  and  this  has  lead  to  ARM  processors  being 
used  and  specified  over  and  above  rival  hardware. 

Similarly,  British  Telecom  has  targeted  the  educational  sector 
to  provide  leverage  in  its  commercial  activities.  BT  has  a 
department  specifically  tasked  with  supplying  educational 
materials  and  is  also  lobb3dng  political  parties  to  allow  it  to 
connect  UK  schools  to  the  Internet  in  exchange  for  extensions 
to  monopoly  powers  in  key  business  markets. 


P 

Hobby  Artists 


The  hobby  art  market  for  amateur  painters  is  well  developed  in 
the  UK.  Painting  is  a fairly  popular  pastime  and  water-colour 
painting  is  typically  performed  as  a hobby  by  ‘the  older,  well-off 
middle  classes’.  In  theory,  this  user  segment  ought  to  be  a rich 
seam  for  use  of  the  Suisai  package.  However,  this  group  tends 
to  be  conservative  and  technologically  averse,  with  very  few  of 
the  ‘older,  well-off  middle  classes’  regarding  computers  as  an 
appropriate  medium  for  producing  art. 

Circumstantial  evidence  suggests  that  these  users  are  the  least 
likely  to  use  software  outside  of  the  confines  of  business 
activity.  Whereas  real  water  colour  painting  is  perceived  as  a 
form  of  escapism,  the  synthesised  version,  to  quote  one 
hobbyist,  would  be  a “cop-out”. 


Computer  Enthusiasts  Using  PCs  in  their  Leisure  Time 

Many  of  the  buyers  of  PC  magazines  are  interested  in  some 
aspect  of  computing  allied  with  games,  or  otherwise  with  some 
professional  or  semi-professional  interest  in  computers.  Again, 
in  theory  this  segment  ought  to  be  attractive  for  Suisai  sales. 
However,  the  typical  psychographic  profile  of  the  computer 
hobbyist  is  male,  aged  17  to  25  and  we  believe  few  are 
sufficiently  interested  in  painting/graphics  to  pay  for  a water- 
colour painting  package. 

A sub-category  of  PC  enthusiasts  offering  niche  market 
potential  to  NTT  is  computer  literate  parents  buying 
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Marketing  Mix  Analysis 


A 

Product  Analysis 

Exhibit  V-1  {second  page  Overleaf)  illustrates  how  competing 
UK  graphics  software  products  assimilate  into  three  broad  user 
categories. 

Given  that  the  Suisai  package  has  no  apparent  unique  selling 
points,  we  believe  its  position  on  the  diagram  is  located 
somewhere  between  a cluster  of  low  value,  high  volume  leisure 
market  products  at  the  bottom  left  hand  side  of  the  diagram 
and  a second  cluster  of  products  above  and  to  the  right  of  it  in  a 
broad-based  business  user’s  segment. 

The  dilemma  is  that  on  one  hand,  the  Suisai  software  is 
insufficiently  populist  in  its  appeal  to  be  able  compete 
effectively  in  the  low  value  / high  volume  segment,  yet  on  the 
other  hand,  nor  is  it  sufficiently  well-equipped  with  graphics 
tools  to  be  serious  competition  for  more  integrated  packages. 

In  order  to  optimise  sales  prospects  in  the  UK,  we  therefore 
advise  NTT  that  redesign  of  the  current  product  offering  is  the 
preferred  course  of  action,  prior  to  product  launch. 

Three  alternatives  are  forwarded: 

1.  Add  a clip  art  library  to  the  current  product  to  make  its 
appeal  extend  to  a younger  age  group,  thereby  increasing  its 
competitiveness  in  the  leisure  software  market. 

2.  Add  more  graphics  tools,  so  that  Suisai  can  compete  more 
effectively  with  serious  graphics  packages. 
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3.  Move  away  from  the  competition  by  redesigning  the  package 
as  a new  application  - for  example  as  an  upmarket  screen 
saver. 

This  could  take  the  form  of  the  build  up  of  a water-colour 
painting  from  first  principles. 

We  have  assumed  that  the  pen/tablet  could  be  sold  for  about 
£45  per  unit  in  the  UK,  in  line  with  its  retail  price  in  Japan. 
This  gives  it  a considerable  cost  advantage  over  the  pressure 
sensitive  graphics  tablets  currently  on  the  UK  market  - which 
range  in  price  from  about  £150  for  A5  and  A6  equipment  up  to 
about  £350  for  A4  size  packages.  However,  the  market 
potential  of  the  pen/tablet  also  appears  limited  whilst  ever  the 
Suisai  package  is  restricted  to  only  one  water-colour  technique. 
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Exhibit  V-1 


Product  Positioning  Map 
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.Micrografix  Designer  Power  Pack 
£582 


Professional  Market 


Adobe  Photoshop  3.0 
£552 


Corel  Draw  6 
\ £495 


Fractal  Design  Painter  3.1 
£440 
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Lotus  Freelance  Graphics 
i 1 £346 


Havard  Graphics 
£170 


Corel  Photopaint  5 plus 
Floppy  Version 
O £198 


Perceived  Market  Position  of 
Suisai  Product 


Business  Market 

PaintShop  Pro  3.1 .1 


Plus  Kai  Powertools 
I 1 £94 


121 


| 5 | 

Leisure  Market 
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Corel  Photopaint  5 
plus  CD-Rom  Version 
£93 

Corel  Draw  3 Softkey  Photofinish  3.0 
■ £70  £70 

Softkey  PC  Paint  Brush 
£53 
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Increasing  Sophistication  of  Graphics  Pakage 


1.  Microsoft  Paintbox  - Freelware  with  Windows 

2.  Silver  Coyote  Kids  art  £1 5 

3.  Premier  Collection  Paint  Box  £10 

4.  Word  Perfect  Mainstreet  clipart  for  kids  £30 

5.  Microsoft  Fine  Artist  £29 

6.  Doodlemation  Screen  Magic  £20 

7.  VC  I Create  + Learn  Wonderbrush  £20 


Source:  INPUT 
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Distribution  Strategies 

The  distribution  chain  is  well  developed  in  the  UK  with  over 
10,000  PC  and  game  stores  distributed  across  the  country. 
There  are  also  extensive  mail  order  networks  operating 
through  most  PC  magazines.  Some  ordering  also  takes  place 
through  home  catalogues. 

The  breakdown  of  distribution  channel  usage  varies  between 
business  and  leisure/  educational  user  segments  as  illustrated 
in  exhibit  V-2. 


Exhibit  V-2 

Comparison  of  Main  Channels  of  Distribution  in  the 
UK  for  the  Business  Software  and  Leisure/Educational  Software  Markets 


70% 


25% 


□ High  Street  Stores 
® Mail  Order 

□ Specialist  Dealers 


Business  Software  Distribution 


20% 


28% 


□ High  Street  Stores 

□ Mail  Order 

□ Specialist  Dealers 

□ Computer  Retailers 


Leisure/Education  Software  Distribution 


Source:  Computer  Software  ’95,  Market  Assessment  Publications  Ltd. 
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Primary  research  has  indicated  that  the  Suisai  product  in  its 
present  format  would  be  regarded  by  the  distribution  chain  as 
a simple  commodity  product  with  modest  volume  prospects. 
This  means  it  would  have  to  be  distributed  through  a two  tier 
distribution  channel;  first  via  a main  or  wholesale  distributor 
and  then  into  the  retailer,  mail  order  and  value  added  reseller 
markets. 

For  the  modest  volumes  we  envisage  for  the  Suisai  product,  the 
main  retail  outlets  such  as  W H Smith,  Dixons  and  Staples  do 
not  normally  entertain  bu3ring  directly  from  software 
manufacturers.  Instead,  products  are  sold  through 
intermediary  wholesale  distributors. 

The  ‘big  three’  distributors  are  of  American  origin  and  operate 
world-wide.  If  NTT  has  interests  in  the  software  publishing 
business,  then  it  would  be  wise  for  NTT  to  develop  a strategic 
relationship  with  these  companies.  The  three  largest  UK 
distributors  are  Frontline,  Ingram  Micro  and  Mersiel. 

Appendix  2 provides  contact  names  and  addresses  for  these 
organisations,  together  with  the  evaluation  stages  that  they 
undertake  before  accepting  new  titles. 

It  is  advisable  that  NTT’s  approach  to  distributors  is  sensitive 
to  the  fast-moving,  profit-oriented  nature  of  their  business. 
These  companies  are  in  a low-margin,  high- volume  business 
and  are  constantly  being  offered  new  products.  They  review  all 
new  products  and  take  a hard-nosed  view  of  the  likely  profits  to 
be  made  from  the  offered  product.  One  company  we  spoke 
to  - Frontline  - claimed  not  to  be  taking  on  any  new  products. 


c_ 

Promotional  Strategies 

To  evaluate  computer  software,  users  often  rely  on  PC 
magazines’  product  tests  to  influence  their  purchases.  This  has 
two  important  ramifications:  (1)  NTT  should  ensure  that 
distributors  are  fully  stocked  with  its  software  prior  to  the 
issue  of  key  magazine  reviews,  as  the  reviews  often  generate 
short  term  peaks  in  buyer  demand;  (2)  good  product  reviews 
are  essential  to  win  over  the  key  distribution  channels  as  well 
as  end-users. 
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A further  issue  to  be  considered  is  a product  name  change  to 
convey  what  the  package  does.  For  example,  a competitor 
product  aimed  at  the  children’s  market  is  called  ‘Wonderbrush’ 
whilst  another  aimed  at  adult  segments  is  called  ‘PC 
Paintbrush’.  The  Japanese  word  ‘Suisai’  sounds  rather  close  to 
the  English  word  ‘suicide’  (clearly  not  a desirable  connotation). 


D 

Pricing  Strategies 

The  main  problem  preventing  successful  launch  of  the  Suisai 
package  is  the  lack  evidence  to  suggest  that  a mid-range  price 
is  viable.  Given  that  Softkey’s  PC  Paintbrush  has  created  a 
strong  competitive  position,  we  suggest  that  in  order  to  remain 
attractive,  the  Suisai  product  must  be  priced  considerably 
below  it,  or  else  be  designed  to  incorporate  several  more 
features  than  it  currently  has.  For  this  reason,  our  notional 
retail  price  of  £18  has  been  established.  This  figure  is 
comparable  to  a cluster  of  other  ‘commodity’  based  products, 
and  takes  account  of  the  lack  of  NTT  brand  awareness  in  the 
software  market. 

Competing  on  price  alone  is  an  undesirable  commercial 
strategy  unless  high  volumes  can  be  achieved.  NTT  would 
therefore  be  well  advised  to  reconsider  its  strategic  objectives 
for  entering  the  UK  market  with  this  product.  Unless  a launch 
is  perceived  as  a useful  vehicle  to  ‘test  the  waters’  for  future 
software  products,  are  advice  remains  to  reposition  and 
redesign  the  current  offering. 


(End  of  document) 
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Appendix  1 

Competitor  Marketing  Material:  Softkey  PC  Paint  brush  and 
Softkey  Photofinish 
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f'Die  images  you  create 
Ban  be  an  end  in 
lEhemselves.  Expbre  , 
iv^iat’s  available  with 
M'eal  life  techniques 
1 life  airbrush,  quill 
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Now  You  Can  Be  A PC  Picasso! 


More  Art  In 

Your  Windows 
and  More  Tools 
In  Your  Paint  Box... 

PC  Painrcrush  for  Winaows  has 
87  Daintinq  tools;  14  kinds  of 
paint-brushes,  5 kinds  of 
aih^rushes,  4 spraycans,  6 pens, 

3 tyoes  c'  charcoal  strokes,  4 
r/oes  of  markers,  4 types  of 
crayons  and  much  more. 

Even  more  impoitani,  this 
sophisticated  program  makes  the 
brush  strokes  Iook  ilKe  mey  came 
off  the  end  of  a real  brush,  chalk 
stick,  pencl:  o"  marker  PC 
Painrorush  has  a oecer  selection 
of  brush  strokes,  and  better 
looKinq  strokes  than  most  other 
painting  programs. 

PC  Paintbrush  makes 
every  day  a play  day,  a 
chance  to  exercise  your 
creativity  no  matter 
how  old  you  are. 
Stimulate  children’s 
abilities,  or  give  yourself 
a free  hand  to  do  what 
you  want  to  do. 


TOOLS 


• Natural  Paini  Tods  - Wet  Oil,  Seurat, 
Van  Gogh,  Neon,  Wash,  Two  Tone, 
Bleach,  Jitter,  Rainbow,  Airbrush, 
Spraycan,  Graffiti,  Splatter,  Ball 
Point  Pen,  Quill,  Calligraphy, 
Charcoal,  Chalks,  Colored  Pencils, 
Markers,  Highlighters,  Crayons 
and  much  more. . . 


* Special  Effects  - Tile  Patterns,  Gradients, 
Smear,  Smudge,  Clone  and  Tint 

® Selection  Tools  - Lasso,  Box  and 
Magic  Wand 


gUe  Edit  Vtew  Options  ^ndow 


fg  pTgnr^P 
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SPECIAL  EFFECTS 


® Choose  from  18  special  effects  filters 
including  Crumble,  Crystallize,  Diffuse, 
Edge  Detect,  Emboss,  Mosaic, 

Motion  Blur,  Pixelate,  Twist,  Black 
Hole  and  more. . . 


* Resize,  Flip,  and  Rotate  at  any  angle 

® Style  text  with  Bold,  Italic,  Underline, 
Outline  and  Shadow  effects 


COLOR  CONTROL 

» Supports  black  and  white,  gray 
scale  and  up  to  16.7  million  colors 

• Create  custom  colors  or  select 
preset  palettes 

* Device  independence  allows  true 
color  editing  in  all  video  modes 
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More  Ways  To  Use 
Your  Artwork 

Bring  your  artwork  into  other  Windows 
files  for  brilliant  memos,  reoorts  and 
stunning  presentations.  Rememoer: 
creativity  adds  impact,  whether  iis 
for  home  or  office  or  school . 

Proven  Performer 

PC  Paintbrush  for  Windows  is  the 
latest  version  of  award  winning 
softwa.re.  PC  Paintbrush  has  received 
numierous  awards,  including  the 
PC  World  WORLD  CLASS  Award 
four  times  and  the  Publish  READER'S 
CHOICE  Award  three  timies. 

It  has  proven  so  popular  that 
PC  Paintbrush  is  #6  on  the  IDC  list 
of  all-time  best  selling  software. 

File  Format  Support 

PCX™,  TIFF,  GIF,  BMP,  MSP, 

TGW  JPEG  and  EPS. 

System  Requirements 

A computer  caoable  of  running 
Micmsoft  Windows  version  3.1  or 
higher  a hard  disk,  a drawing  device 
and  display aaapter  (VGA,  SuperVGA, 
XGA,  1 6-bit  high  color  and  24-bit  true 
color).  Requires  2MB  of  RAM  (4MB 
mcom  mended).  Works  wiih  any 
Windows  supooned  printer  drivers. 


201  Alameda  del  FYado.,  Novato,  9494S 
415-382-8000 
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'ThotoFinish  i$  a complete,  powerful 
and  easy  to  use  image  editing  package." 

-High  Color 
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ITS  A SNAP  TO  ADD  CUSTOMIZED  PHOTO 


IP  R !%  nr 

t it  ' i i 

iiv'inuL 


w 


■fl  yr\i  ip 
U I UUt^i 


ft'ORK 


With  special  aiiromated  features,  PhotoFinish  makes  it  easy  to  get 
professional  quality  images  into  all  your  desktop  publishing  and  word 
processing  documents.  Start  with  any  selection  from  PhotoLibrary  — 
a coiiection  of  brilliant  color  photos  ready  for  you  to  use — or  any  other 
image  you  may  have.  Use  AjatoFmhance  and  AutoScan  commands  and  let 
PhotoFinish  aiitomaticallv  maximize  the  result  - whether  in  color  or  black  & 
white.  Scan,  crop,  straighten,  remove  mioire  patterns,  correct  brightness, 
sharpness,  contasr  and  saturation  all  with  one  click  of  a burton.  Use  special  effects 
like  emboss,  twists,  motion  blur  and  crumple  and  drawing  tools  like  charcoal, 
crayons,  wet  oil,  graffiti  and  much  more  to  make  your  documents  unique  and 
creative. 

The  Market 

PhotoFinishT  ease-of-use  and  automated  features  makes  it  ideal  for  both 
professional  designers  and  amateur  desktop  publishers.  iNow  users  can  add 
graphic  powxn.-  to  their  presentations,  newsletters,  brochures,  sales  sheets,  slides, 
advertisements  or  anything  they  create.  They  don’t  need  sophisticated  retouching 
and  editing  programs.  And  it’s  compatible  with  all  major  draw,  presentation  and 
page  layout/word  processing  progams  including:  CorelDRAW'!,  Micrografx 
Designer,  Adobe  Illustrator,  Aldus  Freehand,  Harvard  Graphics,  Microsoft 
PowerPoint,  Aldus  Persuasion,  WordStar  for  Windows,  Wntura  Publisher,  Aldus 
Pacemaker,  Lotus  AmiPro,  fust  Write,  WUrdPerfect,  and  Microsoft  Ward. 


See  Whae  the  Press  Has  To 
Say  About  PhotoFinish 

''PhotoFinish  still  remains  the  best 
value  application  for  image 
adjustment  and  retouching....” 

-PC  Graphics  & Video 

"It's  not  even  a close  contest,  our  of 
the  quartet,  the  most  power  for 
your  pixel  pennies  is  without 
question,  PhotoFinish” 

-Computer  Shopper 

'‘PhotoFinish  may  be  the  only  paint 
and  image  editing  program.  yoLVll 
ever  need.” 

-Compute 

"Auto-enhancement  is  the  most 
winning  of  PhotoFinish’s  new  features. 
PhotoFinish  does  an  astounding  job  of 
inferring  the  correct  parameters  tor 
image  adjustment." 


-PC  Sources 


i 


’S  A SNAP  TO  ADD  CUSTOMIZED  PHOTO  IMAGES  TO  YOUR  WORK 


Aiitotuhancf  avd  AuroScan  strjigkh'n,  crop,  rcm.ive  moire  pattenu.  Adjust  brightness,  contrast  and  saturation  it!  one  quick  step. 


Pkotoi.ihrary  is  a remarkahie  vieuscr  that  lets  you  select  and 
manage  all  your  anages.  Browse,  move,  copy,  delete  and 
rename  your  seiec Cions  on.  ;hc  fly. 


Ki::'.  FE^-TI'RES 

* AutoScan  and  AutoHnhance  scan,  crop, 
enhance  and  straighten  images  in  one 
easy  step 

* New!  Improved  graphic  inrertace  makes 
PhoroFinish  even  easier  to  understand 
and  use 


® Sharpen  the  fuzzy  areas  to  bring  out  detail 

^ Emboss,  detecr  edges,  blur,  diffuse,  twist, 
pixelate,  crystallize,  apply  textures,  add 
motion  blur  and  much  more  with  special 
etfect  filters 

Tools 


Visually  select  the  amount  of  an  effect  without  h:xving  to 
bnerpret  technical  jargon. 


New!  AutoBar  lets  you  access  and  fine 
rune  individual  features  of  AutoEnhance 

New!  Filter  Samples  to  visually  select 
amount  of  effect  without  understanding 
technical  jargon 

Adjust  brightness,  contrast,  hue  and 


New!  Natural  brushes:  Choose  from  87 
paior  tools  including  real  media  brushes: 
Oils,  Pens,  Chalks,  Charcoal,  Graffiti, 
Rainbow,  Calligraphy  and  more 

Retouch  images  with  Airbrush,  Smear, 
Blend  and  Clone 


Key  Seli  INC  Facts 

MSRP:  $149.95 
SKU:  El -09000. W6 
UPC:  7-25959-00500-4 

Media:  CD-ROM  and  3.5"  HD  disks 

for  Windows 

Dimensions:  8”  x 9 l/A”  x 2 1/4” 

Carton  Qty:  10 

SA'STEM  REQUIR.EMENTh 
An  IB.M  PC  or  equivalent  with: 

* Windows  3.1  or  higher 

* Hard  disk 
® Mouse 

* Display  adapter  (VGA,  Super  VGA,  XGA, 
16-bir  high  color,  and  24-bit  rriie  color) 

File  Foraiat  Support' 

PCX,  TIE,  GIF,  B.MP,  TGA,  JPEG,  ;)nd  EILS. 

Dealers 

Call  SoflKey  International  Inc.  at 
1-800-323-8088 

Consumers 

Cal!  Customer  Service  at  1-800-227-5609 
SoftKey  international  Inc. 

201  B.roadw;3y 
Cambridge,  MA  021.19 

SoftKey  Iniernationai  .Ltd 
European  Headquarters 
lientage  House 
2 i inner  Park  Road 
Wimbledon  Common,  SW'19  6HD 
England 

UK;  08  i 789  2000 


saturation  of  an  image 

Control  color  levels  for  image 
enhancement  or  special  effects 

Equalize  light,  dark  or  miuddy  images 


Create  special  effects  with  tile  patterns 
and  gradients 

.Selection  tools  include  Scissors,  Lasso, 
Elliptical,  Box  Selection  and  Magic  Wand 


€)i994  SoftKey  international  Inc.  .Ail  rights  reserved.  Soft.KeY. 
PhoroFinish,  and  PC  Paintbrush  are  registered  trademarks  and 
.Auto  Enhance  and  PhotoUbrary  arc  tradeni;irk.s  of  SoftKey 
internationai  Inc.  Windows  is  a trademark  of  .Microsoft 
(..orporation.  .Ail  orher  trademarks  are  t.he  property  of  rheir 
respective  holders. 
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Appendix  2 

Main  Wholesale  distributors  in  the  UK 

Frontline  Distribution  Ltd. 

(Mr  David  Clark  - Director  of  Marketing) 

Hampshire  House 
Basingstoke 
Hampshire  RG24  8PL 

Telephone:  01256  463344  or  01256  847880 

Ingram  Micro  Ltd.  (Ms  Justine  Bowers) 

Garamond  Drive 
Wymbush 

Milton  Keynes  MK8  8DF 
Telephone:  01908  260160 

Merisel  Distribution  Limited  (Ms  Kate  Tarry) 

941  Great  West  Road 
Brentford 

Middlesex  TW8  9DD 

Telephone:  0181  568  8866  or  0181  490  5000 

The  procedure  for  entering  the  distribution  chain  with 
Frontline,  Ingram  Micro  and  Merisel  is  fairly  standardised. 
The  procedure  is  as  follows: 

Establish  contact  with  the  distributor’s  Director  of  Product 
Marketing.  Send  details  of  the  product  (literature,  prospective 
market,  expected  volumes,  expected  pricing  and  if  requested  to 
do  so  a sample  of  the  product).  The  distributor  will  review  the 
product  and  decide  whether  it  feels  the  product  is  worth 
marketing.  If  the  distributor  wishes  to  go  ahead  and  carry  the 
Suisai  product  then  commercial  arrangements  for  supply, 
product  call-off  rates,  pricing  policies  and  so  on  can  be 
negotiated.  As  an  approximate  guideline,  the  normal  margins 
required  by  the  distribution  channel  participants  are: 

• Retailer  20  - 25% 

• Mail  order  15  - 20% 

• Distributor  10  - 15%. 
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Topics  of  Discussion: 

■ UK  Market  prospects  for  the  Suisai  product 

■ Market  positioning 

■ Market  viability  of  selling  the  package  with 
the  Genius  graphics  tablet 

■ Software  Distribution  Channels 

■ Where  to  from  here? 


NTT  Presentation 


UK  Market  Prospects  for  the 
Suisai  Product 

■ Signs  of  market  saturation  in  all  sectors  of  the  UK 
graphics  software  market 

■ 25%  Win95  and  75%  Windows3.1  is  optimum 
split  for  leisure/education  segments 

■ Softkey’s  PC  PaintBrush  perceived  as  the  main 
direct  competitor,  on  sale  for  £29.99 

■ 4,000  to  6,000  Suisai  sales  estimated  in  year  one, 
= profit  of  £45,  000  to  £75,000,  less  costs  of 
manufacture,  packaging  and  administration 


Market  Positioning 


UK  Channels  of  Software 
Distribution  (1) 

■ To  sell  a low  volume  product, 
manufacturers  must  use  a distributor  who 
then  sells  on  to  retail  and  mail  order 
companies 

■ Wholesale  distributors  are  fussv  about 
which  products  they  will  take 

■ Prospects  of  acceptance  are  enhanced  if  the 
product  has  favourable  magazine  reviews 


UK  Channels  of  Software  Distribution  (2) 


OHich  Street  Stom 
■ Mail  Order 
□Specialist  Dealers 


Busioen  Software  OistnbuCion 


BHi|*h  Street  Stores 
□ Mailorder 
□Specialist  Dealers 
□Compiiter  Retailers 


28V, 


Leisurc/Cducaiioa  Software  DisintHiiion 


Source  Computer  SolTwart  95  Market  Assetsrrwrit  Publications  Ltd 


The  Genius  Graphics  Tablet 

■ Low-end  packages  generally  not  graphics 
tablet  compatible 

■ Most  high-end  packages  compatible  with 
sophisticated  pressure  sensitive  pens 

■ Limited  market  potential  gained  by  adding 
the  pen/tablet  whilst  Suisai  restricted  to  one 
brush  technique 

■ Potential  LfSP  for  Suisai  product  if  the  core 
product  improved 


Where  to  From  Here?... 

Important  for  NTT  to  re-evaluate  its  strategy: 

z Immediate  short  term  profit  ? 

z Increased  market  profile  outside  of  Japan? 

z A European  ‘beach  head’  followed  by  further 
software  products  ? 
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